EXECUTIVE SUMMARY
The analytical review of food aid, food production and food markets in Lesotho was undertaken on the request of the WFP Country Office in Lesotho in response to a long running debate that food aid was disrupting markets and creating disincentives to production, often with specific reference made to WFP assistance programmes.
The review aimed at establishing if, and to what extent, food aid is negatively affecting domestic food markets and food production in Lesotho.
The review entailed analysis of secondary information; and primary data collection through consultations, interviews and focus group discussions with stakeholders and key informants. Field visits were conducted in areas of food production as well as areas in which food assistance programmes are being implemented.
Lesotho is a landlocked country with a population of about 1. Lesotho's mountainous topology makes its ecology fragile with limited vegetative cover that exposes the soil to erosion. Agricultural production is predominantly subsistence and rain-fed. The latter makes production susceptible to fluctuations in weather patterns. Given the country's terrain, only about 13% of the land is suitable for agricultural production. The main agricultural products include maize, sorghum, wheat and livestock. Maize is the predominant agricultural produce and food staple of the country. Domestic food production covers just about 30% of the national food requirements thus making Lesotho a net-food-importing country. The national strategy for food security primarily bases on ensuring adequate food imports to cover the deficit, measures to increase household incomes to guarantee their access to food and improvement of agricultural production. Food imports in Lesotho are duty free.
Adverse weather conditions in recent years have caused significant seasonal food insecurity. FAO and WFP estimates put the figure of people vulnerable to food insecurity in the country at 549,000 constituting about 30% of the total population.
Under such conditions, Government's policy is to utilise food aid in bridging deficit gaps that cannot be covered through commercial food imports. During crisis periods like adverse weather conditions that compound the effects of unemployment and HIV/AIDS pandemic, domestic food deficit exacerbates beyond capabilities of being solely covered through commercial food imports. It is in this context that WFP's interventions in the country are needed.
WFP's current activities in Lesotho are under two categories; a four-year School
Feeding Programme, and the two-year Protracted Relief and Recovery Operation (PRRO). The school feeding programme is implemented to support the country's free primary education programme. It is planned to benefit 285,300 schoolchildren over a 4-year period at a total cost of about US$14.5 million to WFP. The PRRO is implemented in the wider regional framework as WFP's assistance to populations in Southern Africa that are vulnerable to food insecurity and the impact of HIV/AIDS. Its overall goal is to contribute to "improved food security, livelihoods and productive capacity among the vulnerable poor, including HIV/AIDS infected and affected people in five southern African countries".
In the course of assessing possible food aid impacts on the domestic food market and food production, the mission gathered opinions from stakeholders consulted during meetings and interviews. The gathered opinions were not facts per se, but represented a variety of views about food aid (both positive and negative) that range from perceptions to facts based on logical deductions, observations and experiences.
Views and opinions that related to food aid included;
• Consensus among all stakeholders that food aid is still relevant in Lesotho to address food needs of the most vulnerable • Strong views on the need to change the approach in utilising food aid
• Drought, low production, unemployment and HIV/AIDS viewed as main factors for food insecurity in the country • Role of food aid in national development strategies unclear
• Lack of a common tracking system of food aid flows in the country
• More food aid distributed in the country than required
• Lack of uniformity in targeting criteria of agencies involved in food distribution
• Food aid causing dependency among beneficiary households
• Food aid programming often subject to political influences
• Food-for-work disrupts the culture of community self-help initiatives and
• Mixed views on utilisation of cash as an alternative to in-kind food aid Stakeholder views that related to food production in the country included:
• Food aid causing disincentives to food production
• High production costs for maize (staple food)
• High producer prices rendering domestic farm produce uncompetitive
• Low productivity in agriculture due to poor land management practices, inappropriate farming practices, small and fragmented land holdings, and a land tenure system that hampers efforts to increase land productivity • Inadequate on-farm storage capacities and
• Inadequate capacity for effective agricultural extension Stakeholder views that related to domestic food market included:
• Food aid causing a displacement of food markets
• Liberalised/open food market (lowering domestic consumer food prices & raising pressure on competitiveness of domestic producers) • Large share of domestic cereal gap (78%) covered through commercial cereal imports; food aid covers about 14% • Farm inputs costly and contribute to high production costs and
• WFP and other donors are not procuring enough food aid locally to support domestic food markets To determine the impact of food aid on Lesotho's food production and food markets the mission analysed stakeholder perceptions and other emerging issues outlined above against the background of field factual findings and mission observations. The major conclusions of the analysis were that:
• A large domestic cereal gap, drought, impact of HIV/AIDS and reduced employment opportunities have necessitated provision of food assistance to the most vulnerable to address food insecurity • Given the reasonably well functioning food markets, food insecurity in Lesotho appears to be more linked to inaccessibility to food rather than to food unavailability • Easy availability of food in the country suggests a case for alternative forms to inkind food aid such as cash/vouchers. However, expressed reservations about the high possibility of cash diversion (among others), call for caution and further research before implementing the idea • The national system to coordinate food aid flows in the country requires further strengthening to avoid possibilities of actual food aid deliveries exceeding assessed food aid requirements and thereby causing a displacement on domestic food markets and creating disincentives to food production • Lack of clear articulation of the role of food aid in national development strategy contributes to misconceptions and possible failure to tap into potential developmental benefits of food aid interventions • WFP's recent experiences with improved beneficiary targeting mechanisms provide an excellent framework for food distribution agencies in the country to improve their respective targeting mechanisms • Due to exogenous influences and lack of harmonisation of targeting criteria among food distribution agencies, targeting of food aid by some agencies remains problematic leading to possible inclusion/exclusion errors • The perception that WFP doesn't procure food locally in spite of significant local procurement points to poor knowledge about WFP's activities in the country. • Widespread perception that food aid has created dependency and loss of community self-help initiatives appears to be founded on the 2004 in-country food aid flows that exceeded the requirements. However, the ending of general food distribution by WFP last year and WFP's re-targeting of assistance this year appears to be addressing the problem • Although liberalised, the domestic cereal market still experiences oligopolistic tendencies with the largest player controlling about 60% of the market [i.e. market liable to price fixing (e.g. SAFEX Oct 2005 white maize price 831 Maloti while domestic producer price 643 Maloti)] and • Low productivity and high production costs have made domestic farm produce uncompetitive thereby hindering local food purchases benefiting domestic producers Based on the analysis and the conclusions above, the following recommendations were made to address both short-term problems that emanate from operational aspects of food assistance activities and the medium to long-term structural problems that largely emanate from policy aspects of food security planning.
Operational recommendations include:
• Need for improved targeting mechanisms (targeting the neediest) to avoid market distortions and disincentives to food production. WFP should share her experiences on targeting with other stakeholders • Need to strengthen community self-help initiatives and support capacity building, income generating and other food-based development projects prioritised by the communities. MOAFS, WFP, FAO and District authorities should further strengthen similar initiatives currently being piloted • Under conditions where food availability is not the major determinant of food insecurity, other options like utilisation of cash/vouchers to boost household purchasing power should be explored to complement in-kind food aid interventions supporting households food security and • Need for WFP to explore possibilities of a tendering process that accommodates for more local potential suppliers Policy recommendations include:
• Need to strengthen an effective coordination and monitoring system for all food aid flows in the country. Donors should support capacity building for DMA to take effective lead.
• Need to improve collaboration among stakeholders on food security matters and harmonise targeting mechanisms among other issues • Need to streamline food aid interventions in the country into national poverty reduction strategies to contribute towards prioritised Government development goals • Need to establish a policy framework that would enable surplus food producers in the country benefit from WFP's and other food aid agencies' local food procurement and • Need for Government to take necessary measures (land reform, agricultural extension, farm support etc.) to enable domestic farmers raise their productivity and improve their competitiveness in the longer-term INTRODUCTION
Introduction
This report presents the findings of an 'analytical review of food aid and food markets' in Lesotho that was conducted between the 13 th and 26 th of October 2005 1 .
The Economic Analysis & Development Policy Unit (PDPE) and ODAN (SENAC)/ Southern Africa Regional Bureau jointly undertook the Review on the request of the WFP Country Office in Lesotho in response to a long running debate that food aid was disrupting markets and creating disincentives to production, often with specific reference made to WFP assistance programmes.
Stakeholders in Government departments, parastatals, the private sector, food aid agencies as well as farmers, traders and processors have widely discussed these perceptions on food security issues. In light of this, the WFP Country Director requested for technical assistance in the form of an analytical review to shed light on the situation and to develop strategies to address the perceptions.
The report structure gives a background review of the issues followed by a discussion of the objectives, the methodology and scope of the review. The rest of the report is organised into three parts (II-IV). Part II gives the Overview of Country Situation, which consists of the socio-economic country background and national food security & food aid including discussions on the food security situation, the role of food aid, food assistance programmes and WFP's activities in the country. Part III features the Main Findings separated into Stakeholders' Perceptions and Analysis of Impact. The first section in Part III summarises the main perceptions on the impacts of food aid while the second provides the analysis of these perceptions in the light of the evidence from the consultations and fieldwork. The last part (Part IV) presents the main Conclusions and Recommendations of the review.
Background to the Review
The use of food aid in non-emergency operations has often generated debates that have questioned its appropriateness on grounds of its potential negative impact on domestic food production and food markets. The broad thrust of the argument is that large amounts of food brought into a country raise the aggregate food supply on domestic markets, depress domestic prices and thereby create a disincentive to • Total amount of flow of food aid into the country is significantly large enough to raise aggregate supply and thereby depress local prices; • The country has combined production and commercial import capacities high enough to meet domestic requirements; import of food aid beyond a certain threshold would disrupt the supply-demand balance;
• Markets for food are well developed and function well, and are therefore capable of moving food from surplus to deficit regions and address food access concerns; and that • Household recipients of food assistance ordinarily purchase a large proportion of their food requirement; distribution of 'free food' would therefore result in reduction in market demand and thereby affect prices.
On the other side of the debate, food aid is often regarded useful for meeting the needs of households that would not normally afford food through markets. It is also argued that food aid can help to stabilize or moderate prices and ensure access by poor households. A review of 34 recent studies on disincentives, distortions, displacement and dependency effects of food aid failed to find strong empirical evidence in support of the hypothesis that food aid significantly displaces domestically produced food on recipient country markets (Awudu Abdulai, 2005) . It is also argued that in sub-Saharan Africa where balance of payments and working capital constraints are binding at macro and household levels, it is plausible that food aid's contemporaneous displacement of food purchases might foster productive investments that generate significant dynamic gains from food aid.
Objectives of the Review
The main objective of the review is to establish if, and to what extent, food aid is negatively affecting domestic food markets and food production in Lesotho.
Specifically, it seeks to analyse the national structure, practices and policies of food production, food marketing/trade and food aid, and the nature and practice of food assistance programmes in the country.
The findings of the review intend to shed light on potential or real impact of food aid that would help galvanise a shared approach by stakeholders to address relevant issues. It is hoped that this will lead to:
• Improving WFP's strategic planning of food aid interventions in the country;
• Clarifying concerns of any negative impact of food aid;
• Identifying approaches of food assistance that minimise negative impacts; &
• Strengthening of WFP Country Office's market intelligence and food situation analysis
Methodology and Scope of the Review
The approach entailed a combination of a review and analysis of secondary information; and primary data collection through consultations, interviews and focus group discussions with stakeholders and key informants. This also included field visits in areas of food production as well as areas in which food assistance programmes are being implemented. The latter also included visits to retailers, food traders and farmers. However, like most studies and reviews, there were some limitations. This included the short duration for the review, with field visits undertaken only in three days.
Consequently, there were fewer interviews with beneficiaries and farmers, lasting shorter periods than would have been desirable. The geographic coverage was also limited. These have limitations for the extent to which the findings can be used to draw firm conclusions on the overall situation in the country. in the country at 549,000 constituting about 30% of the total population of 1.8 million.
PART II
The significant proportion of Lesotho's population vulnerable to food insecurity reflects the high Gini-coefficient of 63.2% that indicates high income-inequality in the country 2 .
Socio-Economic Conditions
Lesotho is a small landlocked country that is predominantly mountainous. The mountainous topography makes its ecology fragile with limited vegetative cover that exposes the thin soils to erosion. The increasing pressure on land from human activity and livestock have increased gulley erosion, eroded agricultural productivity, and raised serious environmental problems.
The country is entirely surrounded by South Africa and its open economy is strongly linked to the Southern African Customs Union (SACU) that brings together Botswana, Lesotho, Namibia, Swaziland and South Africa into an economic zone with duty free trade and a common external tariff on imports from outside the zone.
Lesotho's national currency (Loti) is pegged at par to the South African Rand. Over Human Development Report indicates the HIV prevalence among the population to be 29%. In a population of about 1.8 million people, this equals 522,000 people.
Infection rates among the sexually active adults (aged 19-49 years) are estimated to be higher. The impact of the pandemic is presumed to be significantly affecting the country's food security in combination with severity of weather and other factors.
Agricultural Sector
About 60% of Lesotho's population depends on agriculture as their major source of income, but the sector only contributes about 15% to the total Gross Domestic Product (GDP). The soil erosion due to population pressure and poor land practices coupled with drought and erratic rains in recent years are significantly affecting agricultural output in the country. Agricultural production is predominantly subsistence with low productivity rates. Its rain-fed character makes agricultural production very susceptible to fluctuations in weather patterns. Given the country's terrain, only about 13% of the land is suitable for agricultural production. Government is currently preparing a National Irrigation Master Plan to counter negative impacts of weather vagaries on agricultural production.
Lesotho's main agricultural products include maize, sorghum, wheat and livestock, which provide a significant proportion of rural income. Maize production remains the predominant agricultural produce and food staple of the country. To boost agricultural productivity in the country, the Ministry of Agriculture and Food Security is laying emphasis on commercialising production and encouraging introduction of block farming system to merge smaller land holdings into larger acreages for ease of mechanisation and increased economies of scale. Average land holdings per household are about 2.5 Hectares. Efforts are also underway to reform the current land tenure system, which does not give a guarantee of ownership to the majority of subsistence farmers. Agricultural productivity has of late been affected by increasing stock thefts and poor range management practices.
National Food Security Policy and Strategies
Lesotho is traditionally a net-food-importing country. Because of declining productivity, loss of productive land through soil erosion and unfavourable weather conditions, domestic food production covers just about 30% of the national food requirements. During the consultative process in developing the country's Poverty
Reduction Strategy, over 60% of the communities involved in the process mentioned "lack of food" as a defining feature of poverty. Throughout the country, people described how their communities have progressively become more and more food deficient since the 1970s 3 .
Government has abandoned the goal of achieving self-sufficiency in food production, as it is not realistically achievable. Henceforth, its strategy towards national food security bases primarily on ensuring adequate food imports to cover the deficit and measures that increase household incomes to guarantee their access to food. For the latter, Government emphasises alternative income generation and employment schemes in addition to cash-based safety net programmes for the most vulnerable.
Under the safety-net programme, Government introduced a cash system through the Lesotho's National Poverty Reduction Strategy prioritises implementation of the following activities for improvement of agricultural production and addressing food insecurity;
• Adopting appropriate farming practices. The focus here is on crop diversification and substitution; encouragement of field crops in areas that are agro-ecologically suitable; exploring opportunities for block farming, especially in the lowland areas; promotion of commercialisation of agriculture; and introduction of improved agricultural technologies; • Developing appropriate irrigation, especially low-cost, gravity-fed systems that the poor can sustain, while at the same time exploring opportunities for larger scale irrigation;
• Incorporating agro-forestry practices into all scales of farming systems;
• Strengthening and decentralising extension services in all districts;
• Ensuring an efficient and standardised land tenure system;
• Encouraging appropriate animal husbandry and fodder production. This includes introduction of milk goats and indigenous poultry and promotion of fodder. In areas better suited to extensive animal husbandry, the focus is on improving range management through community associations, and improved veterinary services;
• Enhancing marketing by improving response to regional/international market opportunities and facilitating the marketing of fresh produce locally; and • Improving disaster preparedness for emergency food distribution to most vulnerable groups.
Government's Policy on Utilization of Food Aid
In his speech to the United Nations General Assembly in New York in September 2005, the Right Honourable Prime Minister of Lesotho stressed the need for food aid in the country to address the needs of the ultra-poor in the country who lack means to earn an income and cannot afford to buy food. Government's policy on utilisation of food aid is purposely aimed to bridge deficit gaps that cannot be covered through commercial food imports especially during crises. In crisis periods like adverse weather conditions that wreak havoc on crops and livestock compounded by the effects of HIV/AIDS pandemic on labour force, the domestic food deficit is exacerbated beyond capabilities of being covered solely through commercial food imports.
In utilising food aid, Government is also wary of potential negative repercussions of poorly programmed food aid interventions on domestic food production and food markets. It is against this background that a number of Government institutions and private sector entities ignited the debate to express their concern about levels of food aid deliveries into the country in relation to actual needs. Along the same lines, the National Poverty Reduction Strategy Paper states as follows;
Box 1 Donor/GOL Interventions have often created a dependency syndrome
The prospects for increasing staple food production are not good. Despite massive efforts by both Government and donor agencies, Lesotho remains highly dependent on cereal imports. Indeed, to a certain extent, it is likely that the interventions themselves may have limited increased productivity as they raised expectations and created dependencies that the state has been unable to address in a consistent manner. Erratic subsidies and emergency interventions, which vary from one year to the next, have often been counterproductive in the long run as families often wait to see what will be available from Government, and then miss critical planting dates. 
Domestic Cereal Production and Cereal Imports
The three main cereals grown in Lesotho are maize, wheat and sorghum. At over 77% of country production, maize is the major cereal produced. For this reason, the analysis is based on maize, which reasonably captures well the status of cereal food flows in the country.
Although maize production in the country has been on the decline in recent years, it remains the country's staple food, constituting over an estimated 80% of the rural diet. More is produced in the lowlands and least in the mountain areas where most of the wheat is produced. Leribe, Maseru, Mafeteng and Berea in the west are the three leading districts in maize production. Jointly they constitute about 75% of the total national production. The majority of maize farmers are small-scale subsistence farmers with very low productivity and average yields of less than 1MT/Ha. Inputs for maize production (hybrid seeds, fertilizers, pesticides, etc.) are imported from South Africa. They are significantly more costly in Lesotho than in South Africa thereby raising production costs to Basotho farmers and lowering their competitiveness against cheaper maize imports from South Africa. In addition to being more expensive than imports, domestic maize production is very low even during good years covering just about 30% of the total national consumption requirements.
According to data in 
Domestic Food Markets and Infrastructure
The liberalisation of the food market in Lesotho since 1997 helped in lowering food prices. It also significantly contributed to increased commercial and informal food imports and boosting food availability in the country. However, accessibility to food by the vulnerable and poor in Lesotho is still largely determined by purchasing power. In an environment where access to food is determined through market forces, the role of establishing functional safety nets to address food needs of the vulnerable becomes paramount. Results from the DMA/WFP targeting exercise show that the 6 The figure given here could be much lower than annual production averages in good years as the period considered (2002/03 -2004 Significant price variations for the country's major staple food maize were observed during field visits between deficit regions on one side and urban and surplus regions on the other. In some cases, price variations reach up to almost 100% as the example in Figure 2 
National Food Security and Food Aid
Lesotho's natural endowments, location and economic situation delineate its national food security situation. Its mountainous topography means less than 13% of the land area is arable. This limits the country's physical ability to increase the share of food that can be produced domestically. The food security situation in Lesotho is further compounded by recurrent droughts, erratic rainfall, soil erosion, weak agricultural extension services, declining soil fertility, inadequate agricultural investments, extreme poverty characterized by unemployment and the HIV/AIDS pandemic.
Even in good production years, domestic production of the country's staple food However, due to the following factors (among others), food insecurity remains a problem for many poor households in Lesotho;
• 60% of the population is classified as poor (living on less than a dollar a day);
• Lesotho has high prevalence of HIV/AIDS that has created special categories of people who must be assisted (orphans, the ill, etc.); • The HIV/AIDS pandemic has contributed to the decline in agricultural production through its effect on labour supply in the sector and significantly reduced household food security of the infected and affected;
• Recent setbacks on the country's labour market with rising unemployment due to job-cuts in the South African mines and domestic textile industry meaning decreased remittances and household incomes respectively; &
• Rising stock theft that has led to loss of assets and affected ploughing proportion of the population is believed to experience 14-17% mean income deficit. In comparison, the proportion of affected population in the Foothills is significantly lower at 10-30% with an estimated income deficit of about 4-5%.
Food availability in the country has been improved by the liberal import policies of the Government that imposes no restrictions on food imports and does not tax them.
However, prices of maize meal in the rural areas are significantly higher than in urban areas. For example, during the review, 1kg of maize meal cost 2 Maloti in Maseru and about 4 Maloti in some food deficit areas in remote mountain regions.
This complicates accessibility to food by the most vulnerable households that cannot afford it through market channels. The closure of garment industries has led to thousands of job losses, impacting negatively on food security situation of affected households. In addition, Lesotho has one of the highest HIV/AIDS prevalence in the world. According to UNAIDS, at least one in three adults is believed to be infected.
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This is having direct and indirect impacts on food security situation at the national and household levels.
The north-western Lowlands generally produce surplus maize, but farmers are failing to sell their crops due to low prices. The competition from South Africa has exposed the low productivity and high cost-production, and prices that are on offer therefore tend to be below the actual cost of production in Lesotho in these places.
Food Assistance Programmes
The Disaster Management Authority (DMA) is the government body in charge of coordinating assessments to determine whether food assistance is needed in the country and recommend necessary amounts. The Lesotho Vulnerability Assessment Committee (LVAC) was established in 2001/02 with a membership comprising government departments, UN agencies and NGOs. It is responsible for the technical assessments to determine the need for assistance.
In the past Lesotho has received food assistance from various sources, which according to Government records include WFP, USAID and NGOs. In-country management of food aid flows is through the government's Disaster Management Agency, WFP and NGOs (most notably CSAFE). Church organisations also distribute some food aid. Total inflow of food aid into Lesotho has been generally low, averaging about 5% of food imports between 1996 and 2002.
WFP Activities in the Country
WFP's current activities in Lesotho are under two categories; a four-year School Feeding Programme, and the two-year Protracted Relief and Recovery Operation (PRRO). The school feeding programme is implemented to support the country's free primary education programme. It is planned to benefit 285,300 schoolchildren over a 4-year period at a total cost of about US$14.5 million to WFP. Its immediate objectives include:
• reducing drop-out rates between grades from 10-15 percent to 5 percent and achieve minimum attendance of 80 percent on all school days by primary day-schoolchildren, particularly in higher grades and among herd boys and orphans; and • establishing basic infrastructure for sustainable implementation of the free primary education programme, particularly the school meal component
The PRRO is implemented in the wider regional framework as WFP's assistance to populations in Southern Africa that are vulnerable to food insecurity and the impact of HIV/AIDS. Its overall goal is to contribute to "improved food security, livelihoods and productive capacity among the vulnerable poor, including HIV/AIDS infected and affected people in five southern African countries". The objectives of the operation are defined under four thematic areas: food security, HIV/AIDS, health and nutrition, and education. They include:
• increased household food access and ability to manage shocks;
• reduced impact of HIV/AIDS on food security among vulnerable populations in high-priority districts for HIV/AIDS; • nutrition needs of vulnerable groups met; and
• sustainable increase in school enrolment, attendance and ability to learn and concentrate, while reducing gender disparity.
PART III: MAIN FINDINGS

Stakeholder Perspectives
This section represents a summary of opinions that were expressed by individuals/ institutions consulted during the meetings/interviews. They include people in Government departments, local authorities, parastatals, the private sector, food agencies as well as farmers, traders and processors. A variety of views about food aid (both positive and negative) is represented, ranging from perceptions or hearsays to facts based on logical deductions, observations and experience. Central to these perceptions are issues relating to inclusion errors in food distribution. The purpose here is to document them as a starting point for analysis in the next chapter where they will be examined in detail in the light of available evidence. The perspectives are grouped and discussed under three categories: food aid, food production and food markets. They overlap and should not be viewed in isolation.
Stakeholder Perceptions & Emerging Issues on Food Aid
There was overwhelming opinion from the interviews and discussions that food aid is necessary in Lesotho to meet food needs of the households that face food insecurity.
Identified households include those affected by drought, reduced incomes due to loss of jobs in mines and textile industry, HIV/AIDS, and poverty. These conditions are widely recognised to cause food insecurity.
In the discussion with district authorities in Leribe, the view was that 'food aid is necessary, but needs better targeting'. It was argued that 'the problem is not with food aid, but with how it is targeted', and political influence in targeting of food aid was cited as one of the sources of the problem. In their words, they suggested to 'take the politicians out' and channel food through 'community councils'. It was recognized that orphans, the elderly and disabled should receive food, but those who can afford to buy it should not be targeted.
District authorities, farmers and cooperative representatives reaffirmed the key factors necessitating food aid, including the impacts of drought, low level of domestic production, unemployment and HIV/AIDS. There were some views that there was lack of a common tracking system of food aid flows in the country. In reference to 2004, Government officials, district authorities and farmers/cooperative representatives expressed a belief that more food aid was distributed in the country than required. Food aid inflows in 2004-05 amounted to about 70,000MT and this was significantly higher than the CFSAM's estimate of requirements of 44,000MT.
Another set of views was about the lack of uniformity in targeting criteria used by agencies involved in food distribution. This was in some cases linked to arguments that food aid programming by some institutions was subject to political influences and opinions that food aid was causing dependency among beneficiaries.
Resentments were also expressed about food-for-work programmes, especially from district authorities. The main argument was that food-for-work programmes disrupt the culture of community self-help. As a number of officials put it, 'people want to do community work for payment' and 'when food stops, the work stops'! This was likened to Government's social funds. Other officials pointed to the contribution of food-for-work programmes in creating rural accessibility through feeder road projects.
There were mixed views on the use of cash as an alternative to in-kind food aid.
DFID officials raised this as an issue that should receive attention. Some government officials expressed the view that this would be helpful for alleviating other constraints, such as payment of school fees, likening it to some of the uses of pension funds for the elderly. This also received some support from some beneficiaries and the majority of interviewed food traders. There were also strong opinions against substituting in-kind food with cash for the neediest households; like the District Agriculture Officer who tersely stated: "for me, food is 'food' and not 'cash'".
District authorities in Berea observed that production was insufficient to feed the population, but also noted that many fields were lying fallow, and productivity on cultivated fields was low. The factors identified included; continued dominance of traditional system of production, low adoption rates of new farming techniques, use of poor quality seeds and non-use of fertilisers. The authorities also pointed out that in a recent consultation with farmers, the farmers identified land ownership, high land rentals and high cost of inputs as their key constraints.
Negative impact of food aid on production was raised by many of those consulted or interviewed, pointing mainly to the lack of commitment to production by able-bodied beneficiaries. In the vexed words of one District Administrator, "drought doesn't warrant food aid and does not explain good field sitting next to poor field". 
Stakeholder Perceptions & Emerging Issues on Food Production
In Mafeteng District, the authorities pointed out that the district was facing food shortages due to drought. In the lowlands, it was estimated that about 70% of the land was not planted. These factors imply a need for food assistance, but the authorities were weary that food aid would make farmers neglect their responsibilities. One district official described an incident where farmers ran away to an arriving food truck when extension agents were addressing them.
Most of those interviewed expressed their belief that WFP does not buy food within
Lesotho. One official argued that 'WFP should help those who can produce to help those who can not' by buying food from those surplus producers. There were also commendations from districts on the role of food aid and the activities of WFP.
District authorities in Mafeteng thought WFP programmes in the district were good:
'We need food, more than food aid, we also need guidance'. Other issues raised that are relevant, but not directly pertinent to food aid are: High production costs for maize (staple food) • High producer prices rendering domestic production uncompetitive 
Stakeholder Perceptions and Emerging Issues on Food Markets
There was wide spread perception that food aid was causing a displacement on food markets. According to one of the directors at the Ministry of Agriculture and Food Security (MoAFS), there are areas of the country that produce surpluses that require marketing and questioned if it is not possible for WFP to purchase food locally. One official lamented that WFP and other donors are not procuring enough food aid locally to support domestic food markets.
One of the officials from MoAFS asserted that claims that food aid was causing disruption of markets are not realistic because people are too poor to purchase food.
Lesotho Flour Mills, from whom WFP has purchased substantial quantities of food did not believe that food aid had any impact on the business, since the quantity of food aid was not very significant in comparison to the entire domestic maize and cereal market 11 .
The DA in Mohale's Hoek pointed out that there are 1340 traders in the district; 1040 of them were selling food and therefore affected. However, he conceded that the quantities sold tend to be small, concluding that the impact on markets was not a serious problem in the district. A trader in the district who sells clothing, food and other consumer goods did not have any problems with the food aid, and noted that it had favourable effect on his business. He argued that the provision of food aid enabled households to spend money they would have spent on food to buy other essential items.
Most of the views on markets focused on the liberalisation of food markets. The opening up of food market in Lesotho was regarded favourably with respect to the lowering of domestic consumer food prices. However, farmers and district officials in the productive districts resented it, because of the stiff competition from imports that has rendered surplus producers unable to recover their production costs. It was pointed out that many farmers are unwilling to sell grain to Lesotho Flour Mills because prices they offer are very low.
Farm inputs were seen to be very costly and to contribute to the high production costs and uncompetitiveness of production in Lesotho. In Leribe, commercial farmers who used to sell to villages and millers have been affected. The main factor for this is the depression of prices by cheaper imports from South Africa. At the same time, some input suppliers are closing down their stores in a number of places, further compounding the situation.
Analysis of Impact of Food Aid
To determine the impact of food aid on Lesotho's food production and food markets the mission analysed stakeholder perceptions and other emerging issues (given in chapter 4) on the subject against the background of field factual findings and mission observations. Although factors like unfavourable weather continue to hamper national efforts to boost local production, domestic food markets and food imports into the country appear to be working well. This fact makes the problem of food insecurity in
Lesotho of being more of inaccessibility to food rather than food unavailability.
Government's introduction of cash-based safety net for pensioners above 70 years of age and child-headed households is a step in the right direction to addressing food inaccessibility for the vulnerable.
The fact that inaccessibility to food is the predominant factor for food insecurity in Outcomes of the discussions with stakeholders on food security matters in the country and field interviews conducted with farmers, food traders, agricultural input suppliers and food aid beneficiaries, confirmed the consensus on the need for food aid in Lesotho. Justifications hereto included; a growing domestic cereal gap, recurrent droughts with erratic rains, the impact of HIV/AIDS and the reduced employment opportunities. These factors among others continue to necessitate provision of food assistance to the most vulnerable to address food insecurity in the country.
During the consultation process some stakeholders proposed that since food availability in Lesotho is relatively good, alternative forms to in-kind food aid such as cash or voucher system should be studied for consideration. A considerable number of stakeholders within Government and the UN system expressed their reservations about the feasibility of the idea especially when trying to specifically address household food consumption and not the general household income problems. They indicated the high possibility of cash diversion (among other problems) and called for caution and further research on the feasibility of the idea before implementing it.
Impact on Local Food Production
Although the overwhelming evidence points to structural and weather related factors as the primary causes for the declining maize production in Lesotho, approaches of some food assistance institutions, especially during 2004, could have resulted into negative effects on domestic food production. Table 1 shows that although WFP is not the single food aid entity operating in the country, its cereal food aid alone averaged a significant 8.6% of the total domestic cereal gap and 7% of the total cereal requirements between 2002/03 and 2004/05 agricultural seasons. By aggregating all cereal food aid deliveries into the country, this amounts to a too significant a figure, which if not well targeted it could significantly influence domestic food flows and negatively impact on food production. The case for 2004 clearly demonstrates the need to boost the national coordination mechanism on food aid flows into the country. This is an urgent necessity to avoid similar possibilities in the future of actual food aid deliveries exceeding assessed food aid requirements to the detriment of domestic food markets and food production.
To be able to boost food production in the country, policy makers need to look beyond the possible negative effects of food aid and concentrate on addressing structural problems that still affect domestic food production even much more than food aid. These include:
• Improving the land tenure system to motivate farmers to invest more in it for improved productivity; • Increased investments in irrigation systems and other water management systems to counter effects of drought and erratic rains on national food production;
• Introducing drought tolerant crops to reverse drought effects on household food production especially in the drier parts of the country; and • devising measures/policies that would boost domestic agricultural productivity and thereby raise competitiveness of domestic produce against cheaper food imports from South Africa and elsewhere Lesotho's poverty reduction strategy lacks a clear articulation of the role of food aid in supporting national development priorities. This contributes to misconceptions against food aid as a resource that lead to failures by policy makers to tap into potential development benefits of food aid interventions.
Impact on Local Food Markets
In a free market like that of Lesotho, the impact of food aid on domestic food production is channelled initially through food aid effects on domestic food markets. If negative food aid effects can be stemmed at the market level, its ultimate impact on production will also be greatly reduced. The possible negative macro effects of food aid on domestic food markets resulted largely from excess deliveries into the country above the assessed food aid needs limit. On the micro level, food aid can influence localised food markets due to either exogenous ( Although Lesotho's food market is fully liberalised, the domestic cereal market, especially the milling sector, still experiences oligopolistic tendencies. The oligopoly does not allow for healthy competition that would benefit domestic grain producers.
On the flour consumers' side, the dominant millers face stiff competition from low priced importations from South Africa. For the domestic grain producers the tendency is different. Maize grain wholesale prices tend to be fixed by the two big millers and quite often at levels well below the SAFEX price 12 . This creates a double jeopardy for the domestic producers of grain whose production costs are much higher than the South African and at the same time have to sell their produce at prices much lower than in South Africa! This case ought to be looked into by policy makers in the country if domestic farmers are to be supported.
Low productivity and high production costs for domestic maize producers have rendered locally produced maize uncompetitive thereby hindering local food purchases that directly benefit domestic farmers. Policy makers ought to look at alternatives approaches that would integrate domestic farmers well into the maize market without compromising the current free trade in food in the country. 12 The domestic wholesale price fixed by the largest milling company in the country (partly co-owned by the Government of Lesotho) for white maize grade 1 during October 2005 was Maloti 605 per MT. The SAFEX October 2005 quotation for the same produce was Maloti 831. Reasons for this form of price setting were not clear to the review mission. It is an issue that could be researched by policy makers to find possible merits.
Concluding Remarks and Recommendations
Basing on data on food aid flows in Lesotho during 2004, it is evident that more food aid (predominantly cereal and estimated to be over 74,000MT) was delivered into the country than what was actually required (about 43,000MT). Food aid deliveries then constituted about 22% of the 4-year average domestic cereal gap of about 336,000MT. This proportion is sizeable enough to influence the domestic cereal market if food aid is not appropriately targeted.
However, it should be acknowledged that the declining trend in maize production in the country is much older than food aid's probable negative impact on production.
The two major factors that largely affect food production in Lesotho include the unfavourable weather conditions that directly affect physical production and the declining productivity in the country's agricultural sector. Any possible negative implications of food aid on food production are short term in nature and can be addressed likewise. The deep-seated problems to e.g. raise farmers' productivity and boost their competitiveness against cheaper imports, would require over-arching long-term policy measures to boost domestic food production and improve national food security.
For clarity, recommendations are separated into operational aspects of food assistance activities to address short-term problems and the policy aspects of food security planning to address the medium to long-term structural problems.
Operational Recommendations
• Food aid institutions and agencies need to improve their targeting mechanisms to ensure that only the neediest, who lack access to food, are targeted. This will stem market displacement and distortion and other potential disincentives to food production will be avoided or minimised. As WFP has already taken a lead on this aspect, it should endeavour to share her experience with other food aid institutions and implementing partners in the country; • In planning and implementing food assistance programmes stakeholders need to strengthen community self-help initiatives and support capacity building, income generating and other food based development projects that are prioritised by the communities. The MOAFS, WFP, FAO and District authorities should make further efforts in strengthening similar initiatives currently being piloted;
• There is a need to conduct research on alternative approaches to utilising inkind food aid to address food insecurity in certain circumstances. Under conditions where food availability is not the major determinant of food insecurity, other options like utilisation of cash/vouchers to boost household purchasing power should be explored to complement in-kind food aid interventions supporting households' food security;
• To improve its publicity in relation to the impact that it is already making on the domestic food processing industry, WFP needs to explore possibilities of a domestically-based tendering process that would also accommodate for more local potential suppliers
Policy Recommendations
• Government needs to take necessary measures (in relation to land reform, agricultural research and extension, farm support, etc…) to enable domestic farmers raise their productivity and improve their competitiveness in the longer-term vis-à-vis the cheaper imports from South Africa and afar.
• There is an apparent need to strengthen an effective coordination and monitoring system for food aid flows into the country. This should be done to avoid repetition of the 2004 phenomenon. Lesotho's Development Partners should strongly support capacity building for the Disaster Management Authority for it to take a more effective lead of food assistance matters; • All stakeholders in the country on food security matters need to improve their collaboration and make effort to harmonise their targeting mechanisms among other issues
• Food aid interventions in the country need to be mainstreamed in the country's poverty reduction strategy with clear indications on how they are to contribute towards achievement of national prioritised goals;
• To be able to link domestic food producers effectively to domestic cereal markets, Government needs to establish a policy framework that would enable surplus maize producers in the country benefit from WFP's and other food aid agencies' local food procurement. Currently the benefits largely flow to the millers, factory workers and the national treasury as the grain used to produce the maize meal is predominantly imported. 
ANNEX I LIST OF INTERVIEWEES AND STAKEHOLDERS CONSULTED
Establishing Food Market Intelligence Systems for Food Situation Analyses in Country Offices
In the context of food aid interventions, the purpose of assessing food markets is to determine the current significance and magnitude of influence that food-marketing systems have on the prevailing food security situation. To assess food markets, Country Offices need to have information on the key aspects of domestic food markets for which a market intelligence system is required. The key aspects include; supply, demand, prices and the market system/functioning. 
Introduction
WFP Country Offices in Lesotho and Swaziland have requested analytical review of the food market and national food security strategy of the two countries. 13 This is intended to assess the impact of WFP food assistance on food markets and to provide guidance to programming to maximise the benefits from food assistance and minimize potential negative impacts to traders and producers.
Background/ Context
The use of food aid in non-emergency operations has often generated debates that have questioned its appropriateness on grounds of its potential negative impact on domestic food production and food markets. The broad thrust of the argument is that large amounts of food brought into a country raises aggregate food supply on domestic markets, depresses domestic prices and thereby creates disincentive to trade in and to produce food. It is believed that the distortions in prices make it unprofitable for traders to move food from surplus to deficit areas, hold food stocks and to take risks that would ensure supply in locations and periods of potential scarcity. It is also argued that this can lead to long-term displacement of domestic food production and changes in consumer tastes.
The above arguments are based on a number of underlying assumptions (some below) that would expect to vary from country to country and are crucial to the review.
• Total amount of flow of food aid into the country is significantly large enough to raise aggregate supply and thereby depress local prices.
• The country has combined production and imports capacities high enough to meet domestic requirement; import of food aid beyond a certain threshold will disrupt the supply-demand balance.
• Markets for food are well developed and function well, and therefore capable of moving food from surplus to deficit regions and address food access concerns.
• Household recipients of food assistance ordinarily purchase a large proportion of their food requirement; food aid would therefore result in reduction in market demand and thereby affect prices.
On the other hand, food aid is regarded useful for meeting the needs of households that would not normally afford food through the markets. It is argued, the presence of food aid can help to stabilize or moderate prices and thereby ensure access to poor households. A review of recent studies (34) on disincentives, distortions, displacement and dependency effects of food aid prepared by Awudu Abdulai (2005) for WFP failed to find strong empirical evidence in support of the hypothesis that food aid significantly displaces domestically produced food on recipient country markets. Particularly in sub-Saharan Africa where balance of payments and working capital constraints are binding at macro and household levels, it is plausible that that food aid's contemporaneous displacement of food purchases might foster productive investments that generate significant dynamic gains from food aid.
Purpose/ objective of the review
The purpose of the review is to assess the impact of WFP's food aid on domestic food markets and national food security in general. The findings of the reviews are expected to:
• Provide a useful background for formulating strategy for WFP's food aid interventions in Swaziland and Lesotho.
• Clarify concerns/ perceptions of negative impact of WFP's food assistance on production and markets in the two countries.
o Identify measures/ approaches to food assistance that minimise any potential negative impact of food aid and/or promote effectiveness of local food marketsincluding identifying the potential for WFP local purchases.
o Enable Country Offices to establish/ strengthen their systems of market intelligence and food situation analyses, to guide management decisions on appropriate food aid interventions.
Intended users of findings
Primary users will be WFP COs in Swaziland and Lesotho and their partners (NGOs and Governments); ODJ; PDPE and ODAN. The findings also expected to provide useful information/lessons for other units in WFP, COs and partners.
Key issues for consideration in the analysis
For the analytical review to provide meaningful results, there will be a need to combine issues pertinent to food 'availability' at the macro level with those relating to food 'access' at the micro (household) level. The following are some of the issues suggested for the analytical review:
• National food security policies and strategies, including policies on food aid for emergency and development programmes
• National food balance sheet and its constituent components (production, stocks, consumption, and net exports or imports)
• Trade and agricultural policies, the links with and impact on national food security
• Food market systems, structures pricing systems and price trends (consumer, wholesale and farm-gate prices) and their effect on household consumption
• Market infrastructure and storage facilities, including capacity and utilisation
• Food quality standards and implications for marketing
• Main food crops, levels, regional and seasonal of production and implications for local purchases for food aid
• Forward and backward linkages and the role of private sector in input supply, transport, storage, cleaning, drying and processing facilities and capacity utilization; and market social capital (market information, trade networks between surplus and deficit areas, intraregional trade) • Nature and magnitudes of programmes implemented by WFP in the country
• Poverty levels -household incomes, consumption, etc.
• Historical profile of food aid
Methodology/ Approach
The review will broadly include (but not limited to) the following:
• Desk review of available literature on country situations with particular focus of food aid assistance • Interviews/ meetings (semi-structured interviews) with key informants and stakeholders (including WFP; Government; farmers/producers; traders; food processors; consumer households; and recipients of food assistance)
• Visits to key food markets (in surplus & deficit areas) -to assess market conditions, gather prices and interview traders (wholesalers, retailers) and consumers
• Analysis and synthesis of findings from the reviews, interviews and visits
Expected outputs
The following will be the expected outputs form the review:
• Reports of the main findings with clear recommendations. There will be one report for each country. Draft reports will be circulated to the Country Offices, Regional Bureau (ODJ), PDPE and ODAN (SENAC) for review/ comments before being finalised.
• Presentation of preliminary findings to WFP and stakeholders in each country after the completion of the fieldwork.
• The final report will be serialised in PDP's Issue Papers as part of the "Pass-It-On" knowledgebase.
• Information/ findings from the review will also be used as input to the SENAC project theme on 'impact of food aid on markets' and for updating the Emergency Food Security Assessment Handbook.
Team composition for the review
Food Market Specialist (ODJ/ODAN).
The approach to the fieldwork can either be phased (one country followed by another) or simultaneous (two teams). The former has the advantage of the same team working together and thereby uniformity of approach. On the other hand, the latter will expect the process to proceed faster.
Time-line for the reviews
The proposed timeframe suggested for the analytical review is as follows: 
